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1 . EOLLOWING IS TEXT REPORT TO ECONOMIC COMMITTEE BY CHAIRMAN 
WORKING GROUP (MADDEN). REPORT COVERS SECOND SESSION OF WG ON 
SEPT 26, IN WHICH CRITICISM OF CURRENT AGREEMENT WAS COVERED. R- 
PORT DRAFTED BY MADDEN AND PRESENTED TO FULL ECONOMIC COMMITTEE 
AFTERNOON SEPT. 29. BEGIN TEXT: 

INTRODUCTION 

(A) IN THE COURSE OF A SECOND MEETING HELD ON 26 SEPTEMBER, THE 
WORKING GROUP CONSIDERED THE REASONS ADVANCED IN FAVOUR OF A BUF- 
FER STOCK (AS DESCRIBED IN TD/COCOA.4/EX/C.1/CRP.3) AND WHETHER 
SOM OF THE SHORTCOMINGS OF THE PRESENT INTERNATIONAL COCOA AGREE- 
MENT, 1972 (ICCA) WHICH A BUFFER STOCK WAS DESIGNED TO AVOID COULD 
BE RECTIFIED IN A NEW AGREEMENT. 
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B. IT WAS CONTENDED THAT A MAJOR DETECT OF THE ICCA WAS ITS RIGID- 
ITY WHICH WAS PARTICULARLY EVIDENT IN THE INADEQUACY OF POWERS EOR 
THE COUNCIL TO ADAPT IT TO CHANGING MARKET CONDITIONS. THE QUOTA 
ADJUSTMENT ARRANGEMENTS, ALTHOUGH AS YET UNTRIED, WERE LIKELY TO 
PROVE INEEFECTUAL IN STABILIZING PRICE; INDEED, THERE WAS A RISK 

THAT THEY WOULD ACCENTUATE, RATHER THAN DAMPEN, PRICE ELUCTUATIONS 
BECAUSE THE INDIVIDUAL QUOTA ADJUSTMENTS WERE TOO LARGE AND THEY 
WOULD BE MADE WITHIN TOO NARROW A PRICE RANGE. THE PRICE RANGE 
NEEDED TO BE WIDER, WHICH WAS SHY A RANGE OF 20 US CENTS HAD BEEN 
SUGGESTED, AND TO BE ADJUSTED PERIODICALLY IN THE LIGHT OE CHANGED 
CIRCUMSTANCES. 

ADVANTAGES OE BUEEER STOCK 

C. THE MAIN ADVANTAGE OE A BUEEER STOCK WAS SEEN TO BE ITS ABILITY 

TO REACT VERY QUICKLY TO COUNTER-ACT AN UNDESIRABLE PRICE MOVEMENT. 
IN ADDITION, IT WOULD BE ADMINISTRATIVELY SIMPLER AND MORE ELIXI- 
BLE THAN THE ICCA; AND IT WOULD AVOID THE PROBLEMS OETEN EXPERINC- 
ED IN DETERMINING BASIC AND ANNUAL QUOTAS. 

COMMENTS ON BUEFER STOCK AND ON CRITICISMS OE ICCA 

D. IT WAS ACCEPTED THAT SOME OE THE CRITICISMS OF THE ICCA WERE 
VALID AND THAT IT WOULD BE DESIRABLE TO AMEND A NUMBER OE THE EX- 
ISTING PROVISIONS IN SUCH A WAY AS TO REMOVE THSE SHORTCOMINGS IN 
A NEW AGREEMENT. CHANGES WIDELY THOUGHT TO BE NEEDED INCLUDING 
GIVING THE COUNCIL WIDER POWERS RELATING TO THE EREQUENCY AND SIZE 
OE QUOTA ADJUSTMENTS AND TO THE LEVEL AND EXTENT OE THE PRICE 
RANGE. HOWEVER, DOUBT WAS EXPRSSED BY SOME ABOUT THE PRUDENCE 
OE HAVING A PRICE RANGE OE 20 US CENTS IN AN AGREEMENT INTNDED 

TO REDUCE COCOA PRICE ELUCTUATIONS, THOUGH IT WAS RECOGNIZED 
THAT THE EXISTING RANGE OF 9 US CENTS WAS TOO NARROW AND THAT 
THE QUOTA ADJUSTMENTS MAY BE INDIVIDUALLY TOO LARGE AND TOO CLOSE 
TOGETHER. IT WAS ALSO ARGUED, IN DEEENCE OE BASIC QUOTAS, THAT 
THEY HELPED TO REDUCE THE RISK OE OVER-PRODUCTION. 

E. IT WAS ACKNOWLDGED THAT A BUFEER STOCK COULD PROBABLY MAKE 

A VALUABLE CONTRIBUTION TO THE ACHIEVEMENT OF GREATER PRICE STABI- 
LITY, BUT THERE WAS SOUBT WHETHER BY ITSELE IT WOULD BE CAPABLE 
OE ACHIEVING THE OBJECTIVES OE THE ICCA; THIS WAS SHY THE ICCA EM- 
BODIED OTHER MEASURS. 
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CONCLUSION 

E. THE WORKING GROUP CONCLUDED THAT IT WOULD BE POSSIBL TO AMND 
THE ICCA IN SUCH A WAY AS TO REMOVE OR REDUCE THE SHORTCOMINGS 
IDENTIEIED IN ITS EXAMINATION. IT RECOMMENDED THAT THESE SHORT- 
COMINGS BE NOTED BY THE ECONOMIC COMMITTEE AND APPROPRIATE AMEND- 
MENTS BE CONSIDERED DURING THE ARTICLE-BY- ARTICLE EXAMINATION.DAT ,E 
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